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Real estate activity has jumped off to a fine 
REAL ESTATE ACTIVITY start in 1955. Preliminary figures for January 

have placed our national activity index at 24.7 
points above the normal line. Thus, the index has advanced more than 17 points 
in the last 2 months, and is now at its highest level since February 1951, when 
it stood at 25.4. There is some possibility that this January figure will be re- 
vised downward, but all signs indicate that national real estate activity is once 
more in a strong upswing. 


Locally, there is always a good deal of variation in real estate activity. For 
example, a monthly rate of 120 sales per 10,000 families is “normal” for the 
West Coast Region,while a monthly rate of45 sales per 10, 000families is “normal” 
in New England. There is a distinct possibility that 1955 will be a year of even 
greater disparity in the amount of real estate activity in the various cities. There 
is no question that certain areas are bordering on overbuilding, and if these 
areas experience a continued high rate of residential construction in 1955, real 
estate sales there can easily slip into the doldrums. 


On the other hand, there are areas that are continuing to grow so rapidly that 
it se ms almost impossible to build fast enough to house the newly arrived fami- 
lies. New construction will continue to boom in these areas to the benefit and 
not to the detriment of real estate sales 


Our mortgage activity index has also been mov- 
REAL ESTATE ing up rapidly in the past few months. Its pres- 
MORTGAGE ACTIVITY ent reading of 180.9 is higher than at any time 

since August 1946. This index is based on the 
number of mortgages recorded and, therefore, does not reflect the considerable 
increase in the size of the average mortgage. In 1946, the average-sized mort- 
gage (one- to four-family residences) was $4, 200, and in October 1954, it was 
$6,875. This rise of 64% is probably an understatement of the increase in the 
size of first mortgages, because the present-day totals undoubtedly contain a 
larger number of second mortgages than the 1946 totals. Since the size of the 
average second mortgage is always smaller than first mortgages, the larger 
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proportion of seconds in today’s recordings would tend to bring down the size of 
the average. 


Nevertheless, the continuing increase in the size and number of home mort- 
gages certainly indicates a new record for dollar volume and number of record- 
ings, unless a shortage of mortgage money develops later on in the year. There 
are excellent reasons for believing that this shortage may develop. Since the de- 
mands for new financing will increase, borrowing is likely to become more com- 
petitive as the year runs on. In a very real sense, all borrowers are in compe- 
tition with each other, so the man trying to finance a new house is competing with 
the city trying to finance a new sewer system. Furthermore, borrowing for non- 
real-estate purposes is likely to call for more credit from commercial banks. 
Last year was one of shrinking inventories, and the rebuilding of these inventories 
will call for large amounts of credit. If the demands for funds begin to exceed the 
supply, there will naturally be an upward pressure on the price of money. 


This somewhat classic viewpoint is complicated by the fact that credit matters 
are very much under the control of the Federal Government. While the Govern- 
ment is willing to tolerate a substantial amount of loose credit, it is also awake 
to the dangers of a runaway boom. It can be expected to act quickly if it appears 
that the situation is getting out of hand. Furthermore, the Federal Government, 
with large refunding operations in the offing, is desirous of avoiding a substantial 
climb in interest rates. In addition to this, the civic improvement plans now under 
way will require large-scale borrowing by State and local governments. Any ap- 
preciable rise in rates might well make these projects so costly as to force their 
postponement or abandonment. For these reasons we do not expect any large 
increase im interest rates. We do look for some firming of rates and a slow rise 
later on in the year, but we do expect no more than perhaps a half point in basic 
mortgage rates. Discounts and commissions can also be expected to rise, par- 
ticularly if theboom in residential construction moves past the1.2-1.3 million rate. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 
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Residential starts, whichreached 88, 000 in Jan- 

RESIDENTIAL uary, set an all-time recordfor that month, and 
CONSTRUCTION VOLUME were almost athird higher than the total reached 
in January 1954. Under the push of the over- 

indulgent 1954 housing act, home building could go to a new all-time high in 
1955. The chief obstacle will be the availability of mortgage money which we 
have already discussed. Along these lines, we have heard that some builders 
are going ahead with construction without making arrangements for permanent 


financing. This is a risky practice and will grow more so as the demand for 
funds becomes greater. 


In some areas the sale of new homes is going to meet increasing resistance. 
There are few areas in the country where housing shortages still exist, and in 


many areas a substantial housing surplus is indicated by the number of vacant 
units being advertised for rent. 


Look at the two charts shown below. One of them shows the number of “For 
rent” and the number of “Wanted to rent” ads in 35 principal cities from May 
1940 through October 1954. The amounts shown each year are the total number 
of ads for the second Sunday in May, and in 1954 for the second Sunday in May 
and October. “Wanted to rent” ads have been in a downward trend for 8 years, 
and the “For rent” ads outnumber those of 1940 by a fairly substantial margin. 


The other chart shows the same information on an index basis. 


CHANGES IN SUPPLY OF AND DEMAND FOR RENTAL HOUSING 
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Although most vacancies are in small furnished apartments, there are areas 
where substantial numbers of single-family homes are being advertised. This 
situation is going to grow more serious as the building boom continues to move 
at its breakneck pace, and it is the wise builder and lender who will test the 
market before committing themselves too far. 


For several months we have been revising our 
REAL ESTATE real estate sales price index in order to make it 
SALES PRICES more useful co you. The results of this revision 
appear below. 





First of all, we have revised the base period to a more recent time. The 
present base period is 1947-49, whereas the old base period was 1939. Sec- 
ondly, we have addedatrend line (blue) in order to show the direction indicated 
by the rapidly changing month-to-month sales index readings. You can see these 
rapid changes by looking at the red line labeled “Sales price index.” Therefore, 
this red line tells you that real estate sales prices have been changing rapidly 
in both directions for the past 3 years, and the blue line tells you that the trend 
has been slightly upward since the middle of 1953. 


The table below tells you that a house that sold for $12, 000 in the 1947-49 
period would have brought about $4, 800 in 1913, about $4, 100 in 1918, $8,900 in 
March 1929, etc. 

(cont. on page 83) 


REAL ESTATE SALES PRICE COMPARISONS 


(JANUARY 1955) 


10 With preceding 
month 


O7 
0.4% 
SALES PRICE INDEX 


TREND IN 
With same month 
preceding year 


4 2.1% 


INDEX 1947-49=100 


ome 1952 1953 1954 *55 





Probable selling price Probable selling price 
of a house that sold for Selling price of a house that sold for 
$12, 000 in 1947-49 period Date index $12,000 in 1947-49 period 


$12, 000 Oct. °48 104.5 $12,540 
4,812 Mar. '52 120.9 14,510 





Oct. °52 119.4 14, 330 


4,092 

Jan. °53 118.6 14, 230 
6, es May °53 117.6 14, 110 
4, 176 Oct. "53 119.7 14, 360 
5, 376 Jan. °54 120.9 14, 510 
titan May °54 122.6 14, 710 
, Oct. "54 123.3 14, 796 
5, 136 Dec. 54 123.9 14, 868 


4,812 Jan. "55 123, 4* 14, 808 * 





*Preliminary 




















Inquire About Gur Unique Flexible Rental Plan 
Designed to } Fit Your Family’s Requirements 


FREE NOY. RENT FREE 
2-bedroom apartment, 1s: floor ideally 
trolley oF 
Walnut 








located, 20 minutes town, 


bus, $1300 plus electric. 
RENT K 1-4476, 
ABLE TO SHOW you a fine-selec- 


tion’ of furnished or unfurnished 


] MONTH FREE flats and houses. Fast results. 
RENT WITH A HOMESTEAD PARK—$90 


12 MONTH LEASE ee 4 gy Fy 


garage, larze basement. FR. 1-7847 


nece? | 
VILLAGE K FREE 


We will move you free to 209 Atlan- 
D2 tic st. s.e.; 1-bedrm. apts.; low rent; 
) BEDROOM utils. free; bus right to door; new 


X HOMES clean apt. house bila 


FHA CONTROLLED CEILING war OVER. . TOLEDO 
RENTAL $64, $74, $79 PER MO. We haven 12 men uplexes and 
PA homes, furnished and unfurnished for 


RP s rent. 
TWO WEEKS FREE RENT 

Luxurio bedroom fieldstone duplex BEST APT. barg.in in Tampa. Com- 
arge rooms, plenty closet and pate remod. & furn. apts., having liv. 
with shower; sh-} BR, kit. & bth. with tub & shower, 
S, stove and refrigerator located in Monticello Apts. 1907 Dekle 
istance Prospect Schoo Ave. on bus line & 1 bik. to shopping 
ew shopping ares center. Ajir-cond., $52.50, unair-cond., 
Fs $50. CaH owner Robert T. Cozart, Jr., 
NEW BUNGALOW, $65 87-0161 or 86-7691 for appointment. 


Adults only. 
4 ROOMS FURN., stucco bungalow, elec - 






































CALL BILLS wir PAID> 


2 BEDROOMS, LIVI LIVING Ri 
TILE KITCHEN AND BA’ ne 


Tired of Looking? 


See Us — We have hundreds of 


houses, apts., du _ furnished 
‘ unfurnished WIDE. We 


gave ng around. 
Total’ Che, nesdieng nn! eves. & Suns 


| Children Are Welcome 








IN ENGLISH VILLAGE 


112 VACANCIES! ! 


Now Available For Rent 
HOUSES, APTS., DOUBLES 
FURN UNFURN.., CIT ‘'Y, SUBURBAN 


New Homes 
% 3 Bedrooms 
%* 2 Baths 
%* Garages 


LOS ALTOS COMMUNITY 











kit., all mod. located in rear garden. 
permanent tenants, only 1 or 2 well 


facilities ve lad "ES w. Se 2-B.R. Only $52.50 











ate to Bu i Tenant 
al BaP ike #-BEDROOM FLAT — Living room, 
dining room, kitchen. Newly deco- 

rated. Gas heat. $75 mo. %%8839 





“FREE RENT 1 OcT. 15TH 
One and 2 oom duplexes in KIM- a 
BAL CoV Att fan, Venetian 1 
piiwds Close to Lamar bus, Cherokee FREE RENT—! WEEK 
School and ge shopping center Modern stone duple 3 rooms, bath, 
Sg a Venetian blinds’ 45 mo. 267 Adol- 
BATAVIA 7, Scott High district, 
4 bedrooms yvard;automatic gas 
Treat chiidre elcome $80 per 


month 2 BED 


3 BR HOUSE, unfurn. Lge screenéd 
rch, lights & water fur. $40 mo. 
19 62nd St Ph. 44-2193. 


RL ie Be Sant 3 BED 


ARCADIA, 522, 4-bedroom home. gas $79 
hot water heat. $75 per month 














; : Beautiful apts. just finished in one 
6-ROOM house with two bathrooms on East of Gary’s finest PF areas; qutomatic 
Lane. $75 monthly. 4-7058. yasher, medern a Y afea lane 
— ait Space, tile th, area land- 
oom apts., stove scaped, concrete envewage 
disposa A utilit 
@ are exceptional at 











E. 14—Large 7 room 2 story. 
ent. Good condition. 


—__— — Wht... 
5 ROOMS .... $92.50 | ANY Berhansarss sa sass : 
3 Bedrooms n'é 


ND Sew 3 bedroom ranch type 
~_e room 21'x12’. Lo 
ary’s finest residen- 

tial a. 


Complete with range, refrigerator 
an washer Asphalt tile floor. 
Plastic tile bat Plenty of _ closet 
space. F andscaped. Private 
driveway ose te schools and 
shopping. 

















2a Bedroom Homes equippea < 
with rl gid aie Gas Rang pe Unfurnished 5 rooms, 


e and . 
, er connection, tile bath and shower 
Laundroma Rental includes Wate: shopping. $69.50 per month ° 
F Trash Pickups 9. 
monthly Schoois 
and Shopp f enter convenient 
Bemeeapemewim ne e- 








CITY OF LONG BEACH 
Smog Free Area 
20 Minutes from East 
L.A. Industrial Area 


(RESTRICTED ARFA) 
“Near Schools and Los 


Altos Shopping Area” 


$85 MO. 


2 WEEKS FREE RENT 
NEWLY DECORATED 


1102 McLEMORE—Just west of Cross- 
town. Apt. 2—4 rooms 
yo mo. Apt. 4—2 rooms 
pt. 5—T rooms, bath, $50 mo. Water 











fe mn 





v TWO WEEKS FREE RENT 
Two-hedroom duplexes Attic fan 
Venetian blinds, stove and refrigera- 
tor if desired. Convenient to Poplar 
Piaza shopping center. 





$90 NEW, 2-BDRM., FOUR 
PIECE BATH, AUTOMATIC 
WASHER, TRANS., AND 
NEW SCHOOLS. 


Ww. 5-ROOM, $55 M 


1521 SW_ Binkley, fenced yd. Ac- 

cept 2 children. ME 2-0912 

FULL _ 5-ROOMS, SW 4 & Penn. 
$55. ME 2-7746, ME 2-8013. 











8-ROOM HOUSE 
$45 PER MO. 2112 SW 20. 





eonsny HOMES, $45 TO $100 
3- OR 7-ROQMS—GAS HEAT 





TWO WEEKS FREE RENT 
One-bedroom apts. Large rooms and 
closets Near school, shopping cen- 
ter and _ transportation Hardwood 
floors Washing machine connection 
Stairway to storage space. 855 per 
month 























(cont. from page 81) 
You can also see the changes from 1948 up to the present. This table is 
based on the readings shown by the blue line. 


Although the trend of prices as shown by the blue line and table has been up, 
the peak sales price for any one month was in June 1954. This is shown by the 
redline. At that time, the average sales price rose to $15,650, in contrast with 
the present reading of $14, 800. 


The present indexes are based on three times the number of sales used in our 
previous index, and no sale was used until we had taken a photograph of the house, 
checked the size of the lot, and determined the age and other significant factors 
affecting the value of the property. 


In a subsequent bulletin we will show this new index, which is a composite 
of the selling prices of all types of single-family homes, contrasted with the 
selling price index of four different types. There will be comparisons to show 
how sales prices of the following types of homes have differed from the composite 
index: 1. modern one-story dwellings, such as ranch houses and new bungalows; 
2. good two-story houses with architectural characteristics that show little obso- 
lescence regardless of age; 3. old two-story houses, containing many obsolete 
features; and 4. old one- and one-and-a-half-story bungalows of obsolete design. 


For many years the owners of rental housing 
THE OUTLOOK have been faced with a series of long-lasting 
FOR RENTAL HOUSING problems. Starting with the late twenties and 

lasting until the early forties the chief problem 
was high vacancy. A large number of buildings went through foreclosure or 
limped along for years earning little or no return because of ruinous vacancy. 
Starting in 1942, Federal rent controls brought more than a decade of frozen rents 
and other forms of regimentation that worked hardships on rental property and its 
owners. The housing shortage ended the vacancy problem, but rent controls 
made it difficult for owners to meet rapidly rising costs and at the same time 
have enough left over to pay a return on their investment. 


When Federal rent controls were abolished it seemed that landlords might 
have easy sailing for a while. For a short while they did. However, the contin- 
uing boom in residential construction is causing them trouble in many areas, and 
this trouble will grow in intensity and in scope. 


Virtually all housing legislation since the early forties has had a detrimental 
effect on the rental housing market - certainly rent controls did. Moreover, the 
608 projects threw a large number of high-rent units into a market that was other- 
wise controlled, thereby creating two rental levels. In order to circumvent con- 
trols, thousands of owners went into the business of converting their large apart- 
ments (or houses) into efficiency-type units, with the result that in most areas 
the market is now glutted with this type. 




















Perhaps the most disabling factor is the financing terms available to home 
owners. During most of the postwar period financing terms have beenso attractive 
that home buyers have been able to buy houses almost as cheaply as they could 
rent - in some cases even cheaper. 


For these reasons, the general outlook for rental housing is growing dimmer. 
In every major area vacancies are increasing. To be sure, they are a great deal 
werse in some areas than in others, and in many cases they are largely confined 
to the small converted efficiency. Nevertheless, as the housing boom continues 
the vacancy situation will grow worse. 


The collection of newspaper ads on page 82 was clipped from major metro- 
politan newspapers of October 10, 1954, over the entire country. These ads 
show you what the landlords are now facing in many areas. They also point out 
the striking changes that have occurred in the rental market, and why apartment 
properties are going to need closer and wiser management from now on. 


There was a time in the recent past when the landlord did little more than 
collect the rents, frequently several months in advance. No children or pets 
were accepted. Any decorating was done by the tenants, and mechanical equip- 
ment was allowed to fall into poor repair. 


That day has passed. Tenants are able to demand more and better service. 
Decorating will have to be done more frequently and more attractively. In a good 
many buildings, remodeling and modernization should be undertaken. Rent con- 
cessions are being offered and will increase. In spite of this, a good many land- 
lords will find it difficult to hold their vacancy percentage down. Asa result 
of all of these factors, now is a good time to sell the marginal type apartment 
building. 


On the bright side, there will always be a market for a substantial number of 
conveniently located apartment units. Furthermore, buildings of this type can 
be operated to pay a nice return if costs are closely watched and tenant relations 
handled diplomatically. 














